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CMBI Focus List — Long and short ideas

Mcap 3M ADTV Price TP Up/Down P/E (x) P/B (x) ROE Yield
Company Ticker Sector Rating (US$ bn) (US$ mn) (LC) (H®)] -side FY23E FY24E FY23E FY23E FY23E Analyst

Long ldeas

Li Auto Inc. LI US Auto BUY 42.1 261.1 39.7 55.0 39% 34.3 17.3 55 17.6 N/A Shi Ji/ Dou Wenjing

Geely Automobile 175 HK Auto BUY 12.4 47.3 9.6 14.0 45% 24.9 18.1 1.1 4.7  1.0% Shi Ji/ Dou Wenjing

SANY International 631 HK Capital Goods BUY 4.9 5.4 12.0 16.2 35% 14.0 10.6 29 221 2.2% Wayne Fung/ Katherine Ng
Zhejiang Dingli 603338 CH Capital Goods BUY 3.6 27.8 51.8 67.0 29% 17.9 14.6 3.2 19.2 1.1% Wayne Fung

CR Power 836 HK Energy BUY 9.4 23.6 15.3 23.4 53% 5.9 5.0 0.8 15.1 N/A Megan Xia

INBY 3306 HK  Consumer Discretionary BUY 0.6 0.3 9.4 14.3 52% 6.7 5.8 2.1 339 11.0% Walter Woo

Vesync 2148 HK  Consumer Discretionary BUY 0.4 0.5 2.8 6.7 136% 6.7 5.4 14 23.0 3.8% Walter Woo

CR Beer 291 HK Consumer Staples BUY 17.9 45.4 43.2 73.1 69% 25.4 20.3 45 189 1.6% Joseph Wong

Tsingtao 168 HK Consumer Staples BUY 14.1 22.9 64.0 88.9 39% 19.3 17.2 3.1 16.6 3.4% Joseph Wong

Kweichow Moutai 600519 CH Consumer Staples BUY 314.2 506.3 1825.0 2440.0 34% 32.1 28.7 10.2 31.9 1.3% Joseph Wong

CTGDF 601888 CH Consumer Staples BUY 30.9 283.0 109.4 132.3 21% 31.9 23.6 4.2 13.7 1.0% Joseph Wong

Innovent Biologics 1801 HK  Healthcare BUY 7.8 38.2 39.4 48.1 22% N/A N/A N/A  N/A N/A Jill Wu/ Andy Wang

China Life 2628 HK  Insurance BUY 116.3 49.3 12.1 17.8 47% N/A N/A 0.6 9.9 7.0% Nika Ma/ Zhang Miao

Ping An 2318 HK  Insurance BUY 116.3 186.9 46.0 80.3 75% 0.5 0.5 0.8 144 5.7% Nika Ma/ Zhang Miao

AlA 1299 HK  Insurance BUY 95.7 240.5 65.0 118.0 82% 1.5 1.3 2.4 18.2 2.3% Nika Ma/ Zhang Miao

Tencent 700 HK Internet BUY 381.8 770.0 312.2 458.0 47% N/A N/A N/A  N/A N/A Saiyi He/ Wentao Lu/ Frank Tao
Alibaba BABA US Internet BUY 221.3 1575.1 87.0 156.6 80% 23.0 14.1 N/A 7.4 N/A Saiyi He/ Frank Tao/ Wentao Lu
Pinduoduo PDD US Internet BUY 126.2 838.9 99.8 109.0 9% 24.4 17.4 49 234 N/A Saiyi He/ Frank Tao/ Wentao Lu
NetEase NTES US Internet BUY 65.4 100.4 101.4 125.0 23% 20.1 18.8 N/A  N/A N/A Saiyi He/ Wentao Lu/ Frank Tao
Kuaishou 1024 HK  Entertainment BUY 35.0 160.9 62.9 97.0 54% 35.0 21.0 N/A  N/A  0.0% Sophie Huang

CR Land 1109 HK  Property BUY 29.4 43.8 32.3 45.1 40% 6.1 55 0.8 13.3 5.1% Miao zZhang/ Nika Ma

BYDE 285 HK Technology BUY 10.5 26.7 36.5 42.0 15% 20.1 16.4 3.5 12.0 0.2% Alex Ng/ Hanqing Li

Wingtech 600745 CH Technology BUY 7.5 95.9 44.0 68.0 55% 20.8 15.0 N/A 6.3 N/A Lily Yang/ Kevin Zhang

Kingdee 268 HK Software & IT senices  BUY 4.6 20.2 10.4 17.0 63% N/A N/A N/A N/A  0.0% Saiyi He/ Frank Tao/ Wentao Lu

Source: Bloomberg, CMBIGM, Price as of 19/9/2023, 2:30 pm
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Latest additions/deletions from CMBI Focus List

Company
Additions

Ticker Sector Rating Analyst Rationale

The 2H23 result was surprisingly impressive, even when macro environment was tough. And
JNBY 3306 HK Consumer Discretionary BUY Walter Woo given such a resilient sales trend, decent margin improvement and attractive valuation (6x P/E,
13% vyield), we think JNBY is a strong BUY now.

CTGDF 601888 CH Consumer Staples BUY Joseph Wong We think CTGDF is better poised for a relief rally in 2H in the luxury space.

China Life 2628 HK Insurance BUY Nika Ma China .Llfe will benele from its leading life insurer market position and a rebound in valuation
regarding asset resilience.

Ping An 2318 HK Insurance BUY Nika Ma Ping An |§ likely to continue to bear fruit of its chanrlel reform and intra-Group synergies which
outpaced industry peers on long-term value generation.

Deletions
We think Prada is less appealing when compared to CTGDF for a relief rally in 2H in the luxu

Prada SpA 1913 HK Consumer Staples BUY Joseph Wong PP 9 P y v

space.

Source: CMBIGM
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Performance of our recommendations

» |[n our last report dated 16 Aug, we highlighted a list of 21 long ideas.

» The basket (equal weighted) of these 21 stocks outperformed MSCI China index by 2.3ppt,
delivering 1.6% return (vs MSCI China -0.7%).

» 3 of these stocks delivered 15% return or more, and 12 of our 21 long ideas outperformed
the benchmark.
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Long ldeas
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Li Auto Inc. (LI US) — A replica of FY20-21 Tesla?
Rating: BUY | TP: US$55.00 (39% upside) Analysts: Shi Ji/ Dou Wenjing

» Investment Thesis. Li Auto’s strong 2Q23 earnings remind us of Tesla Financials and Valuations

which turned profitable at the end of FY19 and enjoyed the highest net (YE 31 Dec) EY21A FEY22A EY23E FY24E
profit growth in FY21 (+666% YoY). We believe Li Auto’s strong earnings Revenue (RMB mn) 27010 45287 122453 199 650
growth could extend into FY24E, especially with four new model launches . ' ' ’ ’
next year. We believe the impact of EU’s probe into China’s subsidies for ~ YOY growth (%) 186 68 170 63
EV makers initiated in Sep 2023 could be minimal on Li Auto compared Net income (RMB mn) (321) (2,012) 8,790 17,591
with peers. EPS (RMB) (0.2) (1.0) 45 8.9
YoY growth (%) N/A N/A N/A  100.1

= 2H23E outlook. We maintain our FY23E sales-volume forecast of 0.36mn P/S (X) 9.3 6.3 25 1.5
units. We expect gross margin in 2H23E to widen to above 23% amid the P/E () N/A N/A 34.3 17.3
phase-out of the aging Li One and greater economies of scale. We project PIB (X) 6.1 6.4 55 a1
Li Auto’s 2H23E operating and net margins to be 6.5% (vs. 5.7% in 2Q23) ! ' ' ' '
and 7.4% (vs. 8.0% in 2Q23), respectively. Accordingly, we project Li ~ ROE(%) ©9) ~ (n 176 274
Auto’s FY23E net profit to be RMB 8.8bn, or RMB 5.6bn for 2H23E, after a Net gearing (%) Net cash Net cash Net cash Net cash
solid result in 2Q23. Source: Company data, Bloomberg, CMBIGM estimates

= Strong earnings growth could continue in FY24E amid doubled
number of models on sale. The company plans to launch its flagship
BEV model, the Mega, at the end of this year and another four new models
(the L6 EREV and three BEVs). We project FY24E sales volume of 0.6mn
units (+67% YoY), lower than the company’s target to account for potential
sales cannibalization and uncertainties of launch times. Accordingly, we
estimate its FY24E net profit to double YoY to RMB 17.6bn.

» Valuation. We maintain BUY rating and target price of US$ 55.00, based
on 22x our FY24E P/E. Key risks to our rating and target price include
slower autonomous driving development, lower sales volume and/or gross
margin than our expectation, as well as a sector de-rating.

Links to latest reports: LiAuto Inc. (LI US) — A replica of FY20-21 Tesla?

China Auto Sector - 2023 Outlook: A critical year for long-term survival
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https://www.cmbi.com.hk/article/8591.html?lang=en
https://www.cmbi.com.hk/article/7643.html?lang=en

Geely Automobile (175 HK) — All eyes on the Galaxy
Rating: BUY | TP: HK$ 14.00 (45% upside)

Investment Thesis. We believe Geely's 1H23 GPMs for both internal-

combustion engine (ICE) and NEVs were more resilient than our prior (YE 31 Dec) FY21A FY22A FY23E FY24E
expectaon, Which sould provide investors more confidence, A good S Of  Reverue (RMB ) tougi1  wasks 17ion 1950
y P 9 ' Yo growth (%) 103 456 197 105
1H23 earnings beat on strong GPM. Geely's 1H23 GPM of 14.4% in 1H23  Netincome (RMB mn) 4847 5260 3,613 4,947
was 2.1 ppts higher than our expectation. We estimate GPM for the Geely EPS (RMB) 0.48 0.50 0.34 0.47
brand (incl. Geometry and Galaxy) was almost the same as 1H22, despite the YoY growth (%) (12.4) 85 (31.3) 36.9
NEV subsidy phase-out and price war. Zeekr’s double-digit GPM also beat our P/E (X) 16.1 16.5 24.9 18.1
prior estimates. Its SG&A expenses in 1H23 were in line with our expectation, P/B (X) 11 11 11 11
although the amortization of intangible assets was RMB 500mn lower than Yield (%) 0.9 16 10 13
expected. Equity income was also RMB 200mn lower than expected due to ROE (%) 23 3 47 6.2

Lynk & Co’s wider-than-expected net loss. Accordingly, Geely’s 1H23 net profit

Analysts: Shi Ji/ Dou Wenjing

Financials and Valuations

Net gearing (%) Net cash Net cash Net cash Net cash

was about RMB 560mn higher than our prior forecast.

Source: Company data, Bloomberg, CMBIGM estimates

= New NEV model launches on track, with resilient ICE profitability. The

Galaxy L6 PHEV and E8 BEV are expected to be launched in Sep and 4Q23,

respectively. A good start of the Galaxy L7 PHEV could lure more consumers

for new models under the Galaxy series. Zeekr plans to unveil three new

models (one A+ sedan and two SUVS) in the next 15 months. While new NEV

models are key to its valuation, Geely’s resilient profitability from ICE vehicles

is also crucial to its sustainability. It now only needs to rely on a few ICE

models such as the Xingyue L and Xingrui to make profit. We think such

profitability is likely to be sustained after experiencing a price war in 1H23.

» Earnings and Valuation. We maintain our FY23-24E net profit forecasts of
RMB 3.6bn and RMB 4.9bn, respectively. We value Zeekr at 2.0x FY24E core
revenue (excluding Viridi’s battery pack sales and R&D services), which would
result in HK$ 100bn for 100% Zeekr’s valuation. We value Geely’s all other
businesses excluding Zeekr at 15x our FY24E P/E. We maintain our BUY
rating and TP of HK$ 14.00. Key risks to our rating and target price include
lower sales volume, especially NEVs, than we expect.

Link to latest report: Geely Automobile (175 HK) — 1H23 GPM beat for both
ICE and NEV
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https://www.cmbi.com.hk/article/8441.html?lang=en
https://www.cmbi.com.hk/article/8652.html?lang=en

SANY International (631 HK) — Firing on all cylinders
Rating: BUY | TP: HK$16.2 (35% upside)

» Investment Thesis: The ongoing development of intelligent coal mines
and ports will continue to offer opportunity for SANYI to gain market share
through the launch of the intelligent machinery products. Besides, the
expansion in lithium battery equipment and oil & gas equipment will serve
as new growth drivers. SANYI will further tap into solar and hydrogen
equipment starting in 2H23E.

= Qur View: We expect a strong year in 2023E: (1) Surprising demand for
new mining trucks with diesel-electric hybrid power which we expect will
generate RMBO0.8bn/RMB1.5bn in 2023E/24E; (2) Wide-body mining truck
to see both volume and ASP growth; (3) Significant improvement in port
machinery’s gross margin; (4) Earnings contribution from the completion of
oil & gas equipment starting 2H23E (deal approved last week by
shareholders).

= Why do we differ vs consensus: Our earnings forecast in 2023E/24E is
5%/6% above consensus. We see further upside to our forecast given the
strong backlog and cost reduction.

= Catalysts: (1) Launch of new products; (2) announcement of the
development of solar and hydrogen business plan

= Valuation: Our TP of HK$16.2 (based on 19x 2023E P/E, equivalent to
high end of the trading range since the upcycle starting in 2017).

Link to latest report: SANY International (631 HK) — Net profit in 2Q23
+19% YoY:; Higher R&D spending but still a set of good quality results

Analysts: Wayne Fung/ Katherine Ng

Financials and Valuations

(YE 31 Dec) FY22A
Revenue (RMB mn) 15,537
YoY growth (%) 52.4
Core netincome (RMB mn) 1,665
Core EPS (RMB) 0.53
YoY growth (%) 53.2
Consensus EPS (RMB) N/A
EV/EBITDA (X) 13.4
P/E (x) 19.6
P/B (x) 3.3
Yield (%) 1.6
ROE (%) 17.8
Net gearing (%) Net cash

FY23E FY24E FY25HE
22,695 29,924 35,935
46.1 31.9 20.1
2,434 3,227 3,875
0.77 1.03 1.23
46.2 32.6 20.1
0.74 0.97 1.29
9.0 6.9 5.8
14.0 10.6 8.8
2.9 2.4 2.0
2.2 2.9 3.5
22.1 24.5 24.4
16.3 12.7 0.3

Source: Company data, Bloomberg, CMBIGM estimates

Fig: SANYI’s revenue breakdown
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https://www.cmbi.com.hk/article/8748.html?lang=en

Zhejiang Dingli (603338 CH) — Margin expansion in 23E;Volume growth in 24E
Rating: BUY | TP: RMB67.0 (29% upside) Analyst: Wayne Fung

= Investment Thesis: We believe aerial work platform (AWP) is still in a  Financials and Valuations

structural growth trajectory as the rising labor cost in China will make (YE 31 Dec) FY22A FY23E FY24E FY25H
AWPs incrementally cost competitive compared with the traditional Revenue (RMB mn) 5445 6,251 7,488 8,620
scaffolding. Besides, overseas demand is strong at present, driven by  YoY growth (%) 102 148 198 151

Net income (RMB mn) 1,257 1,472 1,814 2,136

replacement demand and new factories construction. We believe Zhejiang

Dingli remains a major beneficiary given its global presence, cost \E(Ps (RMB; o 248 2.91 3.58 4.22
competitiveness, brand recognition and strong management execution. oY growth (%) €3 170233 177
Consensus EPS (RMB) N/A 1.86 2.44 3.12
= Qur View. We believe the listing of Horizon Construction (9930 HK, EV/EBIDTA () 196 144 115 9.8
i J . . P/E (x) 21.0 17.9 14.6 12.4

BUY), the major customer of Dingli in China market, will enhance the
N N : . P/B (x) 3.7 3.2 2.7 2.3
visibility of Dingli’'s AWP orders over the coming 1-2 years. Besides, we vield (%) 1.0 11 14 16
expect Dingli to deliver accelerating sgles volume groyvth in 2024E upon ROE (%) 193 19.2 201 20.0
the commencement of smart factory with annual capacity of 4,000 units of Net gearing (%) Net cash Net cash Net cash Net cash

AWP. On the margin side, given the high overseas revenue (>60%), we
expect Dingli to deliver meaningful gross margin expansion driven by the
decline in freight rate and steel cost, as well as the appreciation of foreign
currency against RMB.

Source: Company data, Bloomberg, CMBIGM estimates

Fig: Dingli’s revenue breakdown

(RMB mn)
= Why do we differ vs consensus: Our earnings forecast in 2023E/24E is - 10000 80% busness
2%/2% versus consensus, as we expect growth to accelerate in 2024E 9,000 64% o7% 70% s Forkifts
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= Catalysts: (1) further weakness in RMB rate; (2) recovery of China 5,000 40%
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= Valuation: We set our TP at RMB67, based on 23x 2023E P/E (on the 1000
back of 23% earnings growth in 2024E). Our target multiple remains well 0
below the historical average of 31x.
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Link to latest report: Zhejiang Dingli — 2Q23 earnings +35% YoY in line;
Boom lift in overseas the upcoming driver
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https://www.cmbi.com.hk/article/8496.html?lang=en
https://www.cmbi.com.hk/article/8631.html?lang=en

CR Power (836 HK) — Unlock potential value
Rating: BUY | TP: HK$23.43 (53% upside) Analysts: Megan Xia

* Investment Thesis: CRP is now trading at around 0.9x FY23E PB. We Financials and Valuations

stay optimistic about CRP’s profit improvement of thermal power business (YE 31 Dec) FY22A FY23E FY24E FY25H
and the new energy business, considering: 1) active signing of long-term Revenue (HK$ mn) 103,305 114,284 122,125 130,802
coal contracts with higher implementation rate; 2) robust wind power and Net profit (HK$ mn) 7,042.5 13,178.7 15,492.3 18,420.1
solar power sales growth; 3) better thermal power tariff based on electricity EPS (Reported) (HK$) 1.46 2.74 3.22 3.83
market reforms; 4) resilient growth momentum of CRP’s new energy YoY growth (%) 342.2 87.1 17.6 18.9
segment, strengthen installation willingness as lower upstream cost of Consensus EPS (HK$) 1.46 2.45 2.94 3.31
wind and solar power; 5) spin-off of its new energy business to A shares P/E (x) 105 5.9 5.0 4.2
will unlock the potential value. Maintain BUY. P/B (X) 0.9 0.8 0.8 0.7

= Qur View: We estimated the total domestic electricity consumption will ROE (%) 8.3 151 159 169

continue to grow, and the lower upstream cost of thermal power and new Source: Company data, Bloomberg, CMBIGM estimates
energy power will benefit from power operators profit. For CR power, we

think the valuation is still attractive: 1) new energy business: CR Power . ,

target to have 7,000 MW of newly-added installed capacity of wind and Fig: CRP’s PB band

solar power in 2023. Lower upstream wind and solar power enable CRP to

have better installation willingness; 2)CR Power’s wind power sales Figure 4: PB Band

boosted by 15.3% YoY, and solar power sales increased significantly by (Hksar)

50.9% YoY in Jan-Jun 2023 based on favorable light condition and larger v

effective installed capacity. 3) Thermal power segment: Lower thermal coal 1 1k A 250

prices is expected to continue to improve the company's thermal power Z - et 024 g 1D

business profits and lower costs. e — _ e L

e R e 0.73x Avo-150

= Valuation: CR power is trading at 0.90x/0.81x PB for FY23/24E, which is ¥ e A

lower than its peer’s avg. PB of 1.4x/1.2x. The valuation is attractive. We
arrive at a SOTP-based TP of HK$23.43 with BUY rating, based on 1.4x e e o b o o o
FY23E PB of renewable segment (~peers avg.PB of 1.4x in FY23E) and souce Company s OB etz T
0.7x FY23 forward PB of thermal segment (~peers avg.PB of around 0.8x

. Source: Company data, CMBIGM
in FY23E). pany

» Risks: 1) continuous drop of thermal coal cost may lead to the adjustment
of thermal power tariff policies; 2) the new energy’s installation progress
was slower than expectation.

Link to latest report: CR Power (836 HK) — 1H23 thermal power earnings
turnaround; renewables energy segment accelerated growth
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https://www.cmbi.com.hk/article/8664.html?lang=en

JNBY (3306 HK): An all-rounded beat and an optimistic outlook
Rating: BUY | TP: HK$14.26 (52% upside)

Investment Thesis: JNBY is a leading designer brand in China, owning
brands like JNBY, CROQUIS, less and jnby by JNBY, etc.. We believe its
FY26E target of RMB 6.0bn/ RMB 900mn is robust (10%/ 13% sales/ NP
CAGR during FY23-26E) and achievable enough (we only priced in 95%).
Growth drivers include: 1) industry consolidation, 2) upgrades in products
and branding, 3) store revamps, 4) ramp up of its digital related and e-
commerce sales, 5) store expansion and 6) development of new brands.

Our View: We think the 10%+ sales/ net profit growth guidance is highly
achievable, because of: 1) robust retail sales growth in Jul 2023, 2) the low
base since Sep 2023, 3) improvements and upgrades in member
management and customer services (on both online and offline) have just
started to ramp up after China’s re-opening and 4) growth momentum is
still strong on new social media platforms. Margin-wise, as we expect retail
discounts and channel mix to stay healthy and GP margin should be at
65% or above. Also, while we expect JNBY to invest heavily on brand
building by acquiring more talents and spending more in A&P, there could
still be some leverage from the continual increase in per store productivity.

Why do we differ vs consensus: For FY23E/ 24E/ 25E, our sales
forecasts are 2%/ -2%/ -5% vs consensus and our net profit forecasts are
12%/ 9%/ 5% higher than street as we are more conservative on sales
growth but more optimistic on its OP margin expansion.

Catalysts: 1) better-than-expected product and branding upgrades and 2)
faster-than-expected store expansion.

Valuation: We derived our 12m TP of HK$14.26 based on a 10x FY6/24E
P/E. We believe JNBY can re-rate more as the rapid growth sustain in
2023. The stock is trading at ~6x FY6/24E P/E and 13% FY6/24E yield.

Link to latest report: JNBY Design (3306 HK) — An all-rounded beat and an
optimistic outlook

Analyst: Walter Woo

Financials and Valuations

(YE 31 Dec) FY23A FY24E FY25E FY26

Sales (RMB mn) 4,465 4914 5261 5,559
YoY change (%) 9.3 10.1 7.1 5.7
Adj. Net profit (RMB mn) 621 713 803 864
EPS - Fully diluted (RMB) 1.222 1403 1579  1.699
YoY change (%) 9.8 14.8 12.5 7.6
Consensus EPS (RMB) N/A  1.254 1.460 1.63
P/E (X) 6.7 5.8 5.2 4.8
P/B (x) 2.1 1.9 1.7 1.6
Yield (%) 11.0 12.9 14.5 15.6
ROE (%) 33.9 34.1 345 33.7
Net debt/ equity (%) Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIGM estimates

Fig: Sales and net profit growth, yearly
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https://hk-official.cmbi.info/upload/d7df5ca7-d979-47bd-badc-6baa573c5f5b.pdf

Vesync (2148 HK): An all-rounded beat and a bullish outlook
Rating: BUY | TP: HK$6.71 (136% upside)

Investment Thesis: Vesync is a leading small appliance player in online
market in US, ranked 3rd/ 5th by sales on Amazon/ all online channels in
2019. It has three major brands (Levoit, Cosori and Etekcity) which focus
on home environment, cooking and health monitoring & outdoor
appliances. we believe Vesync could continue to outperform, thanks to: 1)
its leadership in online channel, 2) its expansion into other categories (e.g.
humidifiers) and 3) penetration into the EU and offline channel.

Our View: Vesync already reported a 24%/ 33% gross sales growth in
1Q23/ 2Q23 and a 70%-120% net profit growth in 1H23E. This is at least
inline with its FY23E guidance (20%+ sales growth and 10%-+ NP margin).
US home appliances sales growth already turned positive in Jun 2023 and

may speed up in 2H23E, aided by low base and stabilizing property market.

Inventory days are still climbing for peers like SEB, Helen of Troy,
De’Longhi, and retailers like Amazon, but we do expect a gradual peak out
in 2H23E. More importantly, guidance by its peers are all improving. We do
expect Vesync’s sales to grow rapidly, boosted by new products, markets
and channels, and its margin to rocket, supporting by higher ASP, raw
material and transportation costs, plus stronger operating leverage.

Why do we differ vs consensus: For FY23E/ 24E/ 25E, our net profit
forecasts are +36%/ +28%/ +25% vs street as we are more confident in
margins in FY23E but more conservative onwards in FY24E-25E.

Catalysts: 1) better than expected product launches, 2) improvement in
efficiency and costs, and 3) strong property market rebound.

Valuation: The TP of HK$ 6.71 is based on 14x FY23E P/E, vs 3 years
average of 12x, given the upcycle and 20% sales CAGR in FY22-25E. The
stock is fairly cheap at ~7x FY23E P/E.

Link to latest report: Vesync (2148 HK) — An all-rounded beat and a bullish
outlook

Analyst: Walter Woo

Financials and Valuations

(YE 31 Dec) FY22A FY23E FY24E FY25
Sales (US$ k) 490,378 602,523 727,094 839,165
YoY change (%) 8.0 22.9 20.7 15.4
Adj. Net profit (US$ k) (16,317) 72,039 89,208 111,798
EPS - Fully diluted (US$) ~ (0.014) 0.062  0.077  0.096
YoY change (%) (138.6) (541.5) 23.8 25.3
Consensus EPS (US$) N/A 0.045 0.060 0.078
P/E (X) (29.2) 6.7 5.4 4.3
P/B (x) 1.7 1.4 1.1 0.87
Yield (%) 0.0 3.8 4.7 5.8
ROE (%) (5.5) 23.0 22.6 22.6
Net debt/ equity (%) Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIGM estimates

Fig: Sales and net profit growth
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CR Beer (291 HK) — 1H ReVv/EBIT +13%/26%; Heineken grew 60%
Rating: BUY | TP: HK$73.1 (69% upside) Analyst: Joseph Wong

» CR beer’s 13.6% 1H revenue growth comprised of 9.0% beer revenue  Financials and Valuations

growth and a RMB977mn baijiu revenue, of which was reported and (YE 31 Dec) FY21A FY22A FY23E FY24
consolidated for the first time. While the former seems to be slightly below Revenue (RMB mn) 33,387 35,263 41,449 44,196
our estimate of low-teen growth, a beer gross margin of 45.2% was 1.5pp YoY growth (%) 6.2 56 175 6.6
ahead of us, thanks to raw material cost savings, and a better-than- Net income (RMB mn) 4,587.0 4,344.0 5,461.1 6,858.9
expected sales mix. Of note, Heineken recorded 60% YoY shipment EPS (RMB) 1191 (53) 257 256
growth, and now sub-premium+ (Super-x and above) contributed to 22% of YoY growth (%) 141 134 168 211
total shipment over the reporting period. The strength also translated into a Consensus EPS (RMB) N/A N/A - 167 202
26.6% recurring EBIT margins that kicked-in 1.5pp above us. Separately, PIE (x) 378 335 254 203
the baijiu business reported a RMB71mn EBIT, negligible to the Group’s P/B (x) 7.1 5.4 45 3.9
total as expected (RMB395mn should we exclude amortization from Div yield (%) 1.1 1.2 1.6 2.0
intangible assets arising from Jinsha acquisition). ROE (%) 20.1 16.9 18.9  20.7
Net gearing (%) Net cash Net cash Net cash Net cash

= Qutlook. Management remains upbeat in the momentum of beer
premiumization in the next few years, and sees revolutions in bottle size,
flavours and alcohol content to be the major catalysts to the trend.
Meanwhile, management commented that they are satisfied with what

Source: Company data, Bloomberg, CMBIGM estimates

Fig: 1-year forward EV/EBITDA

Heineken (+60%) and Snow (+26%) are performing in China. SuperX ) e 1-yr fvd EV/EBITDA LT average
performance was relatively lukewarm due to rather limited upside price 35 e=—=-2SD -1SD
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hike, and yet management looks forward to any room of improvement
should price levels of the former continues to go up. Overall, 20%+ growth 30 h '

in sub-premium+ is maintained for 2023E. Y
25
= Earnings change. We have included our financial forecasts for Jinsha in M W MM
our model, in which we assume an RMB3.0bn revenue and a muted EBIT 20 W

contribution. Meanwhile, we also lifted our 2023E gross margins by 1.8pp
to reflect the results. All these explained a 11% increase in our recurring 15
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Link to latest report: CR Beer (291 HK) — 1H rev/EBIT +13%/26%;
Heineken grew 60%

Source: Company data, CMBIGM estimates
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https://www.cmbi.com.hk/article/8640.html?lang=en

Tsingtao (168 HK) — 2Q rev/np +8%/14% on recurring strengths
Rating: BUY | TP: HK$ 88.9 (39% upside) Analyst: Joseph Wong

m Tsingtao reported 14% growth in 2Q net profits to RMB2.0bn. Driven by 3% Financials and Valuations

volume growth and 5% ASP uptick, revenue stood at RMB11lbn, up 8%  (SASKEEIR) R\ IR RIS TR
YoY. This compared to HSD% of CR Beer and 20% of Budweiser. ~ Revenue (RMBmn) 80,167 32,172 35,702 38,307
Gross/EBIT margins was up approximately 2pp to 33%/21%, respectively, ~ YOY growth (%) 87 66 110 73
and we expect recurring strengths in both premiumization and cost  Netincome(RMB mn) 3,155.5 3,710.6 4,391.2 4,922.1
efficiency to fuel margins expansion into 2H. EPS (US$) 433 176 183 121
YoY growth (%) 2.3 2.7 3.2 3.6
m Specifically, during the analyst call, management commented that they Consensus EPS (RMB) N/A - N/A 3.2 3.7
have been taking the initiative to conduct ongoing price reviews. Like-for- P/E (X) 254 220 193 172
like price hikes are unlikely to take place this year, given a faltering P/B () 3.5 3.2 31 2.9
purchasing power. This is, however, Tsingtao has selectively lifted prices in Div yield (%) 1.9 3.0 3.4 3.9
the areas where the brand has stronger pricing power, and there should ROE (%) 145 153 166 173
exist similar opportunities in 2H. Meanwhile, mix improvement, as another Net gearing (%) Net cash Net cash Net cash Net cash
engine of ASP uptick, should prevail and the 15% sub-premium+ shipment Source: Company data, Bloomberg, CMBIGM estimates

growth in 1H (to 39% of total) should hold through the reminder of the year.
Fig: 1-year forward P/E
B On the cost side, management acknowledged that there will be room for

raw material cost savings over 2H, and even next year, when they are now (x) 1-yr fwd EV/EBITDA LT average

able to procure barley from Australia at a lower cost, relative to that from 22 =250 Py

the US at a higher price. These should substantiate our current earnings

forecasts and hence our buy call. 18 ‘ . m

. . . 14 ! ”!H F Y I' ‘I ‘ MH'

B Valuation. Our revised TP is based on an unchanged 15.0x end-23E

EV/EBITDA which still represents +1sd above long term average since 10 . '

2018. w I L
Link to latest report: Tsingtao Brewery (168 HK) — 2Q rev/np +8%/14% on ° VRN IIIIIINNDR
recurring strengths §835553385238583885338%&8¢%8

Source: Company data, CMBIGM estimates
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https://www.cmbi.com.hk/article/8711.html?lang=en

Kweichow Moutai (600519 CH) — 2Q ReVv/NP +20%/21% as pre-announced

Rating: BUY | TP: RMB2,440 (34% upside) Analyst: Joseph Wong
= Moutai announced 2Q results that matched with its pre-announcement, Financials and Valuations
and we do not expect the numbers to be eventful to near-term share price.
While Moutai has been a laggard of the recent baijiu sector rally in Revenue (RMB mn) 109,464 127,215 149,786 172,710
response to a positive market takeaway from the recent politburo meeting, YoY growth (%) 117 12 177 153
the company remains a solid defensive name which shields itself from any Net income (RMB mn) 52,460 62,593 74,579 86,626
malignant price competition through its brand scarcity. EPS (RMB) 41.8 498 594  69.0
YoY growth (%) 12.3 19.3 19.1 16.2
= Qur recent channel check with distributors indicated that prices of Consensus EPS (RMB) N/A N/A 62.0 70.0
sealed/unpacked Feitian Moutai steadied at RMB2,940/2,740 per bottle by P/E (x) N/A N/A 321 28.7
end-July, largely unchanged from that we observed in early June, not to P/B (x) N/A N/A 102 8.4
mention a healthy 15-day inventory level. Div Yield (%) N/A N/A 1.3 1.8
ROE (%) 277 279 319 307
= Forward-looking into 3Q in which gifting season begins with the Mid- Net gearing (%) Net cash Net cash Net cash Net cash

Autumn festival, we see every reason for Moutai to sustain its high-teen

g . . Source: Company data, Bloomberg, CMBIGM estimates
growth trajectory. We remain Buyer of Moutai.

*= Earnings change/Valuation. We moderately adjust our forecasts on back Fig: 1-year forward P/E
of an in-line 2Q results. Our TP is still based on 41.0x end-23E P/E, which )
represents long-term average since 2019. Our methodology reflects our 1-yr fwd P/E LT average es===-2SD
relative optimism (vis-a-vis other F&B diversified of which target multiples 80 "1SP *1sb *2sb
are based on -1sd below long term average) on Moutai that it is one of the 70
core beneficiaries of China’s reopened economy with high certainty in 60 .
earnings delivery. 50 .
gs delivery 40 LT, A SN
- rw
Link to latest report: Kweichow Moutai (600519 CH) — 2Q ReV/INP 5, Me .a asrt™aS ‘\‘_I
+20%/21% as pre-announced 0 v\'\j
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Source: Company data, CMBIGM estimates
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https://www.cmbi.com.hk/article/8566.html?lang=en

CTGDF (601888 CH): 2Q in line with profit alert; subtle recovery ahead
Rating: BUY | TP: RMB132.3 (21% upside)

= 1H results were reportedly in line with preannouncement, with 1H/2Q
revenue growing +29.7%/+38.8% YoY to RMB35.9bn/15.1bn and net
profits changing by -1.9%/+13.8% YoY to RMB3.9bn/1.6bn, respectively.
We hold our view that near-term earnings expectation is settling, and we
assert a symmetric earnings outlook for 2H, when visitation momentum to
Hainan (7M23: +38% YoY) is likely to hold into the remainder of the year.
Meanwhile, efforts in upholding a disciplined pricing promotion are bearing
fruit, in our view, with 2Q GPM improving 3.8pp QoQ to 32.8%. We see
grounds for GPM to further edge up from here, despite at a more subtle
pace, underpinned by a diversifying brand mix (even to popular domestic
brands) and product mix (beyond traditional cosmetics SKU), albeit
external headwinds (forex, procurement price, inventory bottleneck, SKU
mix etc).

= Management pledged to maintain a balance between growth and
profitability, and cost control, in our view, will be an integral initiative to this
blueprint beyond any rumored catalysts in airport rental concession and
downtown duty-free policy enactment. We are buy-rated.

= Valuation. Instead of averaging from 2020 when we attempted to reflect
the potential duty-free spending surge upon a series of policy support, we
rebase our average valuation from 2018 inclusive. In our view, this tailwind
is becoming less relevant in dictating the company’s growth trajectory,
when there is presumably no quick fix to the flattering consumption
recovery. We now project CTGDF to grow at a more normalised cadence
over 2024-25E in tandem with the macro economy. With a refreshed
methodology, we bake in an updated 29.0x roll-forward end-24E P/E at -
1sd below 5-year average since 2018 to our new TP (from previously 48.0x
at average since 2020).

Link to latest report: CTGDF (601888 CH): 2Q in line with profit alert;
subtle recovery ahead

Analyst: Joseph Wong

Financials and Valuations

(YE 31 Dec) FY21A FY22E FY23E FY24

Revenue (RMB mn) 67,676 54,433 71,901 82,133
YoY growth (%) 28.7 (19.6) 32.1 14.2
Net income (RMB mn) 9,653.7 5,039.9 6,976.4 9,4355
EPS (RMB) 57.2 (47.8) 38.4 35.2
YoY growth (%) 4.94 2.53 3.37 4.56
Consensus EPS (RMB) N/A N/A 412 5.65
P/E (x) 55.8 76.3 31.9 23.6
P/B (X) 18.2 7.9 4.2 3.7
Div yield (%) 0.6 0.4 1.0 14
ROE (%) 372 129 137 167

Net gearing (%) Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIGM estimates

Fig: 1-year forward EV/EBITDA

-2SD
—+2 SD

(x) e ] -yr fWd P/E e LT average
110 -1SD +1SD

,M.," :
vy A

ha o

10

Jan 18
Apr 18
Jul 18
Oct 18
Jan 19
Apr 19
Jul19
Oct 19
Jan 20
Apr 20
Jul 20
Oct 20
Jan21
Apr21
Jul21
Oct 21
Jan 22
Apr 22
Jul 22
Oct 22
Jan 23
Apr 23
Jul 23

Source: Company data, CMBIGM estimates

B4 H R

CMB INTERNATIONAL

16


https://www.cmbi.com.hk/article/8566.html?lang=en

Innovent Biologics (1801 HK) — Strong sales growth with improved cost efficiency
Rating: BUY | TP: HK$48.13 (22% upside) Analysts: Jill Wu/ Andy Wang

= Investment Thesis: Strong sales growth momentum with improving cost Financials and Valuations
efficiency. In 1H23, Innovent realized RMB2.5bn product sales, regaining

strong sales with a +20% YoY growth rate (vs the -2% YoY in 2H22). The Aot RS RS ALED
strong growth was driven by the strong performance of sintilimab and other =~ Revenue (RMB mn) 5,460 7,530 10,629
products. According to Eli Lilly, in 2Q23, sales of sintilimab grew strongly YoY growth (%) 20 38 41
by 70% QoQ or +41% YoY, which was mainly driven by the NRDL inclusion Net loss (RMB 1691 1211 2

of sintiimab for 1L GC and 1L ESCC without price cut since Mar 2023. o 0ss (RMBmn) (1691 (1.211) (325)
With 7 indications approved and 6 included in NRDL, covering large  EPS (RMB) (1.10) (0.79) (0.21)
indications of NSCLC, HCC, GC, and ESCC, we expect sintilimab’s sales Consensus EPS (RMB) (1.14) (0.63) 0.07
momentum to continue in 2H23 and beyond. Innovent continued t0  RgD expenses (RMB mn) (2,200) (2,636) (3,189)
improve cost efficiency in 1H23. Under non-IFRS, Innovent’s gross margin Capex (RMB mn) (500) (400) (300)

of product sales increased by 2.2 ppt to 80.8% in 1H23 from 78.6% in
1H22, thanks to improved production efficiency and higher proportion of Source: Company data, Bloomberg, CMBIGM estimates

high-margin products. The Company was able to further improve its cost

efficiency in 1H23, with the ratio of selling and marketing expense to .

product revenue decreasing to 54.5% in 1H23 (vs 66.7% in 1H22), and the Fig: Revenue trend

admin ratio reduced to 10.1% in 1H23 (vs 14.1% in 1H22). The R&D RMB mn

expenses decreased by 21% YoY to RMB923mn in 1H23. Innovent 16,000 ¢ 80%
recorded a net loss of RMB190mn in 1H23, narrowing by 83% YoY, vs a 12,510
loss of RMB1,085mn in 1H22. We expect Innovent to continue to improve
its cost efficiency and to achieve EBITDA breakeven in 2025E. As of Jun
2023, Innovent had a strong cash balance of RMB8.5bn. 12,000 |

= Qur View: IBI362 to become the best GLP-1 drug for obesity in China. Ph2
study of IBI362 (9mg) for obesity met primary endpoint at 24 weeks of
treatment with 15.4% or 14.7kg placebo-adjusted weight loss, which was 8.000 |
much better than other weekly administrated GLP-1 targeted peers.
Semaglutide and tirzepatide have filed NDA in China for obesity in Jun and
Aug 2023, respectively, while IBI362 is expected to file NDA by end-
2023/early-2024. Additionally, Innovent expects to read out 48-week 4,000 |
treatment data of IBI362 from Ph2 trial (9mg) in obesity in 2H23 and to
initiate a Ph3 study of IBI362 (9mg) by end-2023.

- 60%

- 40%

20%

= Why do we differ: We see the BIC potential of IBI362 for the treatment of 0 o
obesity, and look forward to the revenue growth recovery of Innovent. 20192020 2021 2022 2023F 20248 20258 20268

= Valuation: We derive our target price of HK$48.13 based on DCF el sk aduesdrevense e

Link to latest report: Innovent Biologics (1801 HK) — Strong sales growth {n% *E‘ﬁ E ﬁ 17
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https://www.cmbi.com.hk/article/8681.html?lang=en

China Life (2628 HK): First mover in FY24 jumpstart sales; expect to outperform
Rating: BUY | TP: HK$17.81 (47% upside) Analysts: Nika Ma/ Zhang Miao

= Investment Thesis: Ensuing to a turnaround in VNB growth in 1H23, the Financials and Valuations

sales momentum on the liability side is likely to continue, in conjunction (Ve L D) FY22A FY23E FY24E FY25E
with the rise of 2024 jumpstart sales. We expect the VNB growth to sustain ~ Net profit (RMB mn) 32,082 47,345 52,667 58,253
in double-digit at a mid-to-high teen level in FY23E, mainly driven by: 1)  EPS (Reported) (RMB) 11 L7 1.9 21

YoY growth (%) (36.7) 46.9 11.2 10.6

more balanced product mix and deepening agency reform that had shown

resilience in 1H23, and 2) earlier-than-before jumpstart sales initiated in ~ Consensus EPS (RMB) NA - 16 20 21
September (vs Oct in previous years), leading the industry to gain China ~ VNB/share (RMB) 1.3 15 L7 1.8
Life with first-mover advantages whilst most peers were still in the grip of a ~ Group EV/share (RMB) 435 460 488 5170
2-3 month product transition period. On asset front, the recent regulatory ~ P/B®) o7 06 05 05
release on optimizing the solvency standards for insurance companies  F/Embeddedvalue (x) 0.2 0.2 0.2 0.2
benefit pure life insurers most. The reduced risk factor in equity investment ~ Dividend yield (%) a7 7.0 7 8.6

ROE (%) 70 99 93 88

to CSI 300 Index and the STAR Market would drive more upside potential
on the insurer’s asset front when earnings and valuation rebounded, as a Source: Company data, Bloomberg, CMBIGM estimates

double play. Positioned as a life insurance leader, China Life took 20.2%

market share in 1H23 and will continue to lead in 2H23 with a potentially Fig: 12M forward P/EV; historical high A/H premiums
outperformed jumpstart sales result, in our view. The 2024 jumpstart sales

initiated with provisions of whole-life, endowment annuities, and pension 23 7 30
. : ; . 22
annuities with 3-yr and 5-yr payment period that matched the savings and 19 [ oc
wealth management demands of specific group, such as the elderly. The '
strong sales force and capability will continue to back momentum release. - 18 - 20 g
x 13
= Catalysts: 2024 jumpstart sales progress and results; the knock-on effect E 10 45 =
of the new solvency standard regulation release to rebounds on asset-side. T 47 §
. . : . . 10 =
= Valuation: The stock is trading at 0.2x P/EV FY23E, with A/H premiums 0.4 X )J"""ﬁ"
reaching to historical high whereas A-share at 0.8x P/EV FY23E. Looking 0.1 't,w.,,_—,kw{‘“-,-",' e
forward, we expect the rebpund in asset and Iiat_)ility wi_II resonate towards -0.2 %E e o o oo e B e e Eg
year end, which will underpin the insurer’s valuation uptick. Reiterate BUY. -5 TEISEI LI LI RS s R
FPEW {LH S Average +5D
-50 —— AH premiums Price {(RHS

Link to latest report: China Life (2628 HK) — Outpaced VNB growth in 1H23; Source: CMBIGM estimates
short-term NP pushback not affect value growth
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Ping An (2318 HK): Bear fruit of channel reform and Group-wide synergies
Rating: BUY | TP: HK$80.3 (75% upside)

Analysts: Nika Ma/ Zhang Miao

Financials and Valuations
(YE 31 Dec)

= Investment Thesis: Following a strong NBV beat in 1H23, we expect the

insurer to outperform with approx.25% NBV growth to achieve in FY23E. FY22A FY23E FY24E FY25E

83,774 129,778 152,547 171,970

By bearing fruit of channel reform and the Group-wide synergies to be

Net profit (RMB mn)

further untapped, the insurer is confirmed with a NBV turnaround evident in ~ EPS (Reported) (RMB) 4.8 71 8.3 9.4
first half entitted with leading-peers advantages, i.e. exceptional — ConsensusEPS(RMB) N/A 7.2 8.4 9.4
bancassurance margin close to ~20%, and effective healthcare ecosystem  VNB/share (RMB) 1.6 1.9 2.3 2.7
that empowered customer acquisitions (~30% new retail customers) and ~ Group EVishare (RMB) 779 825 916 1025
cross-sales value generation (68% of Life NBV), whereas other peers still ~ P/B(X) 0.9 0.8 08 0.7
exploring the synergies at initial stage. The management reaffirmed the ~ P/EV() 06 05 05 04
NBV growth will stand out among peers in full year with optimized channel ~ Dividendyield (%) 59 57 6.6 75

ROE (%) 100 144 153 156

mix, and limited impacts on product transition under the policy of declined

guaranteed interests from 3.5% to 3.0%, given 1) critical iliness products
will remain at one-third to one-quarter of total underwriting sales, and 2)
2024 jumpstart sales will maintain in same pace as prior years to initiate in
Nov. We regard the effects on sales for the 2-3 month product transition
period were priced in by market to the company’s share price, and believe

Source: Company data, Bloomberg, CMBIGM estimates

Fig: 12M forward P/EV, below Avg-1SD stays attractive

recent regulatory releases on financial support for resolving property debts 18 1 120
will drive recovery in market sentiment on the insurer’s asset risk exposure. 1.5 - - 100
= Catalysts: continued product transition in Aug-Sep and sales momentum 12 - B0 &
rebound in the 2024 jumpstart since Nov; impacts of the recent regulatory = 0.9 . | &0 i
notice on unifying the commission fees of bancassurance products to the E ' M kst
insurer’s channel expansions (10.9% share of NBV contribution in 1H23). 08 | 40 I
* Valuation: The company’s stock is trading at 0.5x P/EV FY23E, stay flat/ 0.3 1 - 20
below 2-year/5-year historical average P/EV at 0.5x/0.8x. Looking forward, 0.0 ——— ——————————+ 0
we expect NBV growth continue to outperform, given a head of steam built e 222 HEE RN a8
up on its channel mix and intra-group synergies, and the pressure release e e
on asset side is likely to further shore up market sentiment. Reiterate BUY. PE.-E.-'[ HS) .;.'.__ra-;Hal_E +5D
— 50 — Frice | )

Source: CMBIGM estimates
Link to latest report: Ping An (2318 HK) — 1H23 NBV beat consensus; interim
dividend up 1.1% YoY reinforcing a long-run growth story
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https://www.cmbi.com.hk/article/8766.html?lang=en

AlA (1299 HK) — Remain constructive over growth from MCV biz in 2H23
Rating: BUY | TP: HK$118 (82% upside) Analysts: Nika Ma/ Zhang Miao

= Investment Thesis: With strong recovery of 37% VNB growth in 1H23 Financials and Valuations

mainly driven by the uplift in MCV business, we expect the VNB growth of (YE 31 Dec) FY22A FY23E FY24E FY25E
the group will sustain outstanding growth as ~20% in FY23E. The rationale ~ VNB/share (US$) 026 032 038 045
includes: 1) structural demands for asset allocation of MCVs remain strong, ~ YOY growth (%) (185 226 202 187
where the USD-denominated savings and protection products still gain ~ ©oupembedded value / share (USS) 5.9 6.3 6.9 7.8
traction bucking the trend of USD/CNY appreciation against relatively low  Netprofit (US$ mn) 282 7442 8266 9,198
and volatile returns from domestic asset allocations into i.e. bank deposits, ~ EPS (Reported)(US$) 002 064 073 083
wealth management products and equity investment in stocks and funds; 2) ~ Consensus EPS (USS) NA- 053 063 071
progressive geographical expansions of AIA China underpin resilient VNB ~ P/BV () 28 24 22 1.9
growth by +29% YoY in 2M-6M23; 3) consistent givebacks for shareholder P_/EV (x) 1.6 L5 1.3 12
returns through dividends and buybacks. By channels, the group’s premier Yield (%) 2.1 23 2.7 3.0

ROE (%) 06 182 184 187

agency continued driving robust VNB growth as of +27% YoY in 1H23. The
partnerships showed even stronger results with the IFA and banks by Source: Company data, Bloomberg, CMBIGM estimates

+165%/+62% YoY respectively. The newly launched operations in Henan

reaffirmed group’s expansion initiatives to the untapped affluent potential. Fig: New business multiplier (NBM) heralds price growth
On product front, however, despite a margin disturbance in mainland

market in 1H23, the insurer completed >50% of total no. of new policies in 0.0 1 120
protections and critical illness VNB +7% YoY, advancing peers by cutting 3509 - 100
the increasing sum-assured whole-life (IWL) product sales in agency and 0.0 1 a0
releasing the industry-first tax-deductible pension benefit plan. We believe = 25.0 1 g
the short-term fluctuations in VNB margin indicting debates on savings %’ 20.0 1 60 T
versus protection do not represent AlA’'s long-term value growth, given both g 150 1 L ap 8
push-and-pull effects on structural demands and distinctive product 10.0 1 [ -0 &
offerings. 5.0 4
0.0 0

= Catalysts: 3Q sales momentum in MCV business; agent recruitment and
geographic expansions in AlA China; continued effects on product mix
shifts.

= Valuation: AlA’s stock is trading at 1.3x P/EV FY24E, near historical
trough, significantly lower than a 2-year/5-year historical avg. at 1.6x/1.8x.
Looking ahead, we remain constructive on value growth in HK MCV biz,
and regard recent choppy stock price as temporary, which underrated @E *E@E E ﬁ 20
AIA’s long-term value generation. Reiterate BUY. crmmeons

Source: CMBIGM estimates



Tencent (700 HK): Solid earnings growth on GPM expansion
Rating: BUY | TP: HK$458.0 (47% upside)

Investment Thesis: We are upbeat on Tencent's earnings rebound in
FY23 driven by improved fundamental of its core business lines: 1)
recovering gaming business on resilient performance of legacy titles and
strong game pipeline; 2) 22% online ad revenue growth supported by
enhanced Video Account monetization and macro tailwind; 3)
reaccelerating revenue growth and expanding margin of FBS segment
thanks to macro recovery, strategic adjustment of cloud business and
incremental revenue contribution from live streaming e-commerce.

Our View: 20Q23 result was strong, with total revenue/non-IFRS net
income up by 11/33% YoY to RMB149.2/37.5bn, driven by solid recovery of
ads/fintech businesses and operating leverage. Its current valuation of 18x
FY23 PE (or 15x FY23 PE if excluding strategic investment) offers
attractive risk-reward given its robust earnings growth (FY23: +30% YoY).
Maintain BUY.

Catalysts: 1) accelerating monetization of Weixin Video Account; 2)
normalization of Banhao approval accelerates game revenue growth; 3)
macro recovery supports rebound of ad, fintech and enterprise services
businesses; 4) Hunyuan Large Model and MaaS solution will not only
capture the rising enterprise demand for model training and Al applications,
but also become growth multipliers for its own business lines; 5) stronger
than expected operating leverage.

Valuation: Our SOTP-derived target price of HK$458.0 comprises:
HK$191/27/55/99/22 for gaming/SNS/advertising/fintech/cloud business
and HK$57/7 for strategic investment/net cash.

Link to latest report: Tencent (700 HK) - Solid earnings growth on GPM
expansion

Analyst: Saiyi He/Wentao LU/Frank Tao

Financials and Valuations

(YE 31 Dec) FY22 FY23E FY24E FY25

Revenue (RMB mn) 554,552 613,800 665,858 717,812
YoY growth (%) (1.0) 10.7 8.5 7.8
Gross margin (%) 43.1 46.4 46.8 47.4
Adj. net profit(RMB mn) 115,649 150,541 179,941 198,077
YoY growth (%) (6.6) 30.2 19.5 10.1
EPS (Adjusted) (RMB) 12.13 1554 1858  20.45
Consensus EPS (RMB) 12.13 15.12 17.96 20.37
Non-GAAP P/E (X) 23.1 17.7 14.8 13.5

Source: Company data, Bloomberg, CMBIGM estimates

Fig: Non-IFRS net income growth

(RMBbn)
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https://www.cmbi.com.hk/article/8626.html?lang=cn

Alibaba (BABA US) — In progress to enhance shareholder value

Rating: BUY | TP: US$156.60 (80% upside) Analysts: Saiyi He/Frank Tao/Wentao LU

» Investment Thesis: 1) “1+6+N” reorganization will improve overall ~ Financials and Valuations
business agility and innovation capability, therefore enhancing shareholder (YE 31 Dec) FY23A FY24E  FY25E FY26H
value in the long run; 2) potential full-spin off of Cloud intelligence group, Revenue (RMB mn) 868,687 963,1251,048,8131,122,311
as well as other capital market activities of different business units likely to ~ YoY growth (%) 18 109 8.9 7.0
Net profit (RMB mn) 72,509.0119,042.2 128,332.7 137,864.7

give more information on business development and propel a valuation

rerating when market sentiment recovers; 3) Alibaba is likely to benefit é‘gjgs(t:g_”et Zr)o(fg'fﬂ';'\)"B mn) 143{;‘:’;2163;243;175('556238187'721461';‘
from the ongoing consumption recovery throughout the year; and 4 juste : ' : :

valuation is ng)t degmandin P ry 9 year, ) Consensus EPS (RMB) 53.41 59.11 66.51 79.96

9. PIE (x) 230 141 131 122

ROE (%) 74 104 94 9.0

= Qur View: Alibaba’'s 1QFY24 results, in our view, demonstrated BABA’s
early-stage success in Taobao and Tmall business transformation to focus
on quality user growth and better user retention through product supply
and merchants ROl enhancement, which in turn improved number of daily Fig: Alibaba: SOTP valuation
active paying merchants for CMR business.

Source: Company data, Bloomberg, CMBIGM estimates

As % of

Target Valuation  Valuation per ADS total

= Where do we differ vs consensus: We are expecting both better than  ~Gees besress weo o e e

expected revenue growth and earnings growth in FY24, which we believe  Stemoem ocr 276521 woir eas
can be driven by the reorganization, the implementation of “user first g
strategy”, and Alibaba’s cost optimization initiatives. - valuation, 63%

Cainiao shareholding 17,664 6.7 43
PS, based on

= Catalysts: 1) more business development update for each of the business o consumer senices PS basedon e e

units post reorganization, especially for those that are seeking for external A2 ceu P2Atowne 57 06309 21 150
. . R . Market valuation,
financing or IPO; 2) better-than-expected consumption recovery. 30% holding
discount applied

i i i ) Strategic investments to all investment 38,856 14.7 94

= Valuation: SOTP-based valuation of US$156.6, which translates into Total 413818 156.6

17.5xFY24E PE. Source: Company data, CMBIGM estimates

» Link to latest report: Alibaba (BABA US) — User first strategy delivered
early-stage result
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https://www.cmbi.com.hk/article/8601.html?lang=en

Pinduoduo (PDD US) — Consumer wallet share gain strategy boosted
revenue and earnings growth

Rating: BUY | TP: US$109.0 (9% upside) Analysts: Saiyi He/ Frank Tao/ Wentao Lu

= Investment Thesis: 1) PDD has established strong consumer mindshare ~ Financials and Valuations

in FMCG and fresh grocery categories, and is expanding its branded (YE 31 Dec) FY22A FY23E FY24E  FY25H
products pool, which could drive resilient GMV growth in 2023; 2) strong Revenue (RMB mn) 130,558 164,496 195,189 223,878
user stickiness could support optimization in operating expenses and aid ~ YOY growth (%) 390 260 187 147
margin expansion; 3) leveraging strong domestic supply chain, overseas  Netprofit(RMB mn) 31,538.132,788.945,911.255,936.0
expansion is on track to support PDD’s long-term revenue and earnings  Adiusted net profit (RMB mn) 39,529.741,394.455,722.366,733.9
growth. EPS (Adjusted) (RMB) N/A 2874 38.69 46.33
Consensus EPS (RMB) N/A  29.35 36.49 43.14
= Our View: The strong beat in 2Q23 results echoed our view that in the ~ P/EX 154 244 174 143
ecommerce sector PDD has relatively more proactive room to drive GMvV ~ P/B() 41 49 37 28
growth through targeting bigger consumer wallet share, and further ROE (%) 827 234 241 223
increasing monetization rate given its relatively better ROl compared with Source: Company data, Bloomberg, CMBIGM estimates
peers.
Fig: PDD’s adjusted net profit and adjusted NPM
= Where do we differ vs consensus: market has been concerned on the (RMBbn) mm— NON-GAAP net income %)
pace and potential of PDD’s monetization rate expansion, we think 90 Non-GAAP net margin (rhs) - 35%
incremental monetization potential unleashed from commission revenue 80 A - 30%
can aid further increase of monetization rate. We are also more positive [ - 25%

60 A
50 -

than consensus on PDD’'s GMV growth potential supported by its well - 20%

established consumer mindshare on value for money products. 20 - 15%
10%
30 A
= Catalysts: 1) stronger-than-expected GMV and earnings growth driven by 20 - - 5%
enhanced user stickiness; 2) more rapid than expected ramp up of 10 - . - 0%
international business. 0 i ; . . : - 5%
(10) - 2020 2021 2022 2023E 2024E 2025E L 1094

» Valuation: DCF based valuation of US$109.0.
Source: Company data, CMBIGM estimates

» Link to latest report: Pinduoduo (PDD US): Consumer wallet share gain
strategy boosted revenue and earnings growth
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https://www.cmbi.com.hk/article/8719.html?lang=en

NetEase (NTES US) — Upbeat on games rev growth and margin expansion

In 2H23E .
Rating: BUY | TP: US$125.0 (23% upside)

Investment Thesis: Supported by quality games launched, we expect
NetEase games revenue to show accelerated growth in 2H23E. Recent
new games like Justice Mobile, Racing Masters and Dunk City Dynasty all
delivered better-than-expected performance at early stage, despite
intensifying competition in the gaming market. We also expect improved
profitability due to the optimized game channel costs.

Our View: We expect a strong 2H23E, with games revenue/operating
income up by 15/44% YoY, supported by the launch of new games and
enhanced margin. NetEase’s new games Dunk City Dynasty delivered
better-than-expected performance, ranking among the top 10 on China iOS
game grossing chart since its launch in September.

Why do we differ: Business and stock price performance of online game
stocks are usually resilient amid macro headwind. We expect NetEase
continues to outperform under current macro and market uncertainty.
NetEase’s quality game pipeline will support its current valuation.

Catalysts: 1) stronger-than-expected games revenue growth; 2) better-
than-expected GPM expansion on optimized channel costs; 3)
normalization of game license approvals.

Valuation: Our SOTP derived target price is US$125.0, comprising:
US$117.7/0.9/2.3/2.5/1.7 for online game/Youdao/Cloud Music/innovative
business/net cash.

Link to latest report: NetEase (NTES US) - Upbeat on games revenue
growth and margin expansion in 2H23E

Analysts: Saiyi He/Wentao LU/Frank Tao

Financials and Valuations
(YE 31 Dec) FY22A FY23E FY24E FY25H
Revenue (RMB mn) 96,496 105,038 112,431 117,689
Gross margin (%) 54.7 59.3 59.7 60.1

Adjusted net profit (RMB mn) 22,808.427,482.429,381.431,370.8

EPS (Adjusted) (RMB) 3495 4220 45.11 48.17
Consensus EPS (RMB) 3495 39.98 43,57 44.73
P/S (x) 5.0 4.6 4.3 4.1
P/E (X) 19.2 20.1 18.8 17.4
Source: Company data, Bloomberg, CMBIGM estimates
Fig: Operating income growth
(RMB bn)
35 1 - 40%
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Source: Company data, CMBIGM estimates
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https://www.cmbi.com.hk/article/8680.html?lang=cn

Kuaishou (1024 HK): Better margin outlook with strong ecommerce
Rating: BUY | TP: HK$97 (54% upside)

» Investment Thesis: We are confident on KS’s ads recovery, share gain in

ecommerce and better margin outlook. We are more positive on its 3Q23E
momentum (forecasting rev +19% YoY), supported by: 1) resilient ads
(+25% YoY) with external ads acceleration; and 2) strong ecommerce
(GMVIrev +30%/36% YoY). Even after its earnings guidance up, we think
there is still further earnings upside. Suggest to buy on dips.

Our View: 2Q23 results beat on already-high expectation, with stronger
topline (+28% YoY, 2% above consensus) and bottom line (RMB2.7bn,
88% above consensus). Looking into 3Q23E, we are confident on KS
ecommerce share gain, with GMV/rev +30%/36% YoY in 3Q23E, despite
challenging macro and competition. Shelf-based mall and upgraded
ecosystem would bring more upside. We forecast ads +25% YoY in
3Q23E, in which external ads to accelerate. Livestreaming might slow
down to +5%/0% YoY in 3Q23/4Q23E, but posing limited impact on
valuation. We are more bullish on its margin expansion, with higher GPM
and ROI-driven S&M.

Why do we differ vs consensus: Market concern lies on competition and
potential selling from PE investors. We think short-term impact from
competitors would be limited, as KS focuses more on performance-based
ads with high ROI, while competitors prioritize on brands ads. Ecommerce
momentum would be resilient, and might see upside from shopping mall
function.

Catalysts: 1) Upside from shopping mall, 2) strong 3Q23E results and
guidance, and 3) better margin outlook.

Valuation: Maintain BUY with SOTP-based TP at HK$97 (implying 30x
FY24E P/E), by assigning 1x/2x FY23E EV/sales to livestreaming/ad biz,
and 0.16x P/GMV to ecommerce biz. Valuation is not demanding.

Link to latest report: Kuaishou (1024 HK) — Better margin outlook with
strong ecommerce

Analyst: Sophie Huang

Financials and Valuations

(YE 31 Dec) FY22A FY23E FY24E FY25H
Revenue (RMB mn) 94,183 111,959 127,322 143,471
YoY growth (%) 16.2 18.9 13.7 12.7
Net income (RMB mn) (5,751) 7,402 12,408 20,185
EPS (RMB) (1.3) 1.6 2.7 4.3
YoY growth (%) N/A NA 68 63
Consensus EPS (RMB) N/A 1.1 2.9 4.9
P/E (X) N/A 35 21 13
P/S (x) 2.7 2.3 2.0 1.8
Yield (%) 0.0 0.0 0.0 0.0

Net gearing (%) Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIGM estimates

Fig: Kuaishou’s revenue growth estimates
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https://www.cmbi.com.hk/article/8656.html?lang=en

Link to latest report: CR Land (1109 HK) —
FY23E and not-far-fetching FY25E target

CR Land(1109 HK): Promising FY23E and not-far-fetching FY25E target
Rating: BUY | TP: HK$45.10 (40% upside)

Investment Thesis: We like CR Land as its visible earnings growth
acceleration (8%/11%/12.8% YoY in 2023-25E) driven by robust rental
income (20-30% CAGR) and sales back to teens growth in 2023E. This

would not only help widen its gap with others (FY22 -20% YoY on average),

but also make its 14th Five Year target closer to reach on the contracted
sales side (+15% 2020-2025E CAGR), especially with the chance of policy
relaxation in more tier 1 & 2 cities. If so, it may further drive its valuation to
8-10x long-term PE range as the clear winner of this crisis.

Our View: We expect CR Land to deliver a 2023 sales to grow double digit:

CR Land finished 2022 with only 5% sales YoY decline, the second best
among all major developers. It is mainly attributed to 85% of its sellable
resources in tier 1-2 cities. Looking into 2023E, we expect 10-15% YoY
gross sales growth to reach RMB330-350bn due to 1) strong anti-land
acquisitions in 2022 with land/sales at 42%, one of the highest in the
industry to provide enough sellable resources in high-tier cities. 2)
Gradually recovering market sentiment. 3) Potential policy relaxation in tier
1 cities to benefit CR Land most.

How do we differ: ST risks include:1) liability/asset ratio is slightly over
SASAC'’s redline of 70%; 2) oversea traveling and Daigo to bring impacts
on high-end malls development.

Valuation: The company currently trades at 6.1x 2023E P/E vs. historical
5-year average of 8x. Our TP stays unchanged at HK$45.10, reflecting
50% discount to NAV.

Outperforming FY22E, promising

Analysts: Miao Zhang/ Nika Ma

Financials and Valuations

(YE 31 Dec) FY21A FY22A FY23E FY24
Revenue (RMB mn) 212,108 207,061 227,400 252,488
YoY growth (%) 18.1 (2.9) 9.8 11.0
Net income (RMB mn) 32,401 28,092 32,199 35,462
EPS (RMB) 4.54 3.94 452 4,97
YoY growth (%) 8.69 (13.30) 14.62 10.13
Consensus EPS (RMB) N/A N/A 4.1 45
P/E (x) 6.1 7.0 6.1 5.5
P/B (x) 0.9 0.8 0.8 0.8
Yield (%) 5.0 5.0 51 5.8
ROE (%) 14.3 11.5 13.3 13.8
Net gearing (%) 24.4 35.0 38.6 47.3
Source: Company data, Bloomberg, CMBIGM estimates
Fig: CR Land’s malls opening plan
Launch Schedule
Noofrewmals 148
No.of malls in opesation
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Source: Company data, CMBIGM
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https://www.cmbi.com.hk/article/7818.html?lang=en

BYDE (285 HK): Positive on margin recovery and Jabil mobility’s synergies
Rating: BUY | TP: HK$41.98 (15% upside) Analyst: Alex Ng/ Hanqing Li

= Investment Thesis: BYDE is a global leader in platform-based high-end ~ Financials and Valuations

manufacturing, focusing on smartphone/NB, new intelligent product, auto (YE 31 Dec) FY22A FY23E FY24E FY25E
intelligent system and medical devices. Its major clients include Apple, Revenue (RMB mn) 107,186 122,746 141,695 157,140
Xiaomi, Honor/Huawei, BYD and other OEM brands. We believe BYDE will YoY growth (%) 204 145 154 109
benefit from OEM industry consolidation, Apple supplier diversification, Net profit(RMB mn) 1,858 3,280 4,058 4,872
acquisition of Jabil’s mobile business and fast-growing NEV/new intelligent EPS (RMB) 0.82 1.46 1.80 2.16
products in 2023-25E. YoY growth (%) (19.6) 77.1 23.4 20.1
Consensus EPS (RMB) N/A 1.31 1.80 2.35
= Qur View: BYDE is our top pick for H-share tech sector, as we are positive P/E (X) 37.7 20.1 16.4 13.2
on high-end Android recovery, share gain in iPad OEM/components, P/B (X) 4.0 35 3.1 2.7
synergies from Jabil's mobility acquisition and rapid growth in household Yield (%) 0.5 0.2 0.6 0.8
energy storage and NEV biz in 2H23/2024E. In addition, we believe ROE (%) 7.2 12.0 13.0 14.1
Android recovery and rising UTR will boost segment margin in 2H23E. In Net gearing (%) Net cash Net cash Net cash Net cash
addition, high-end model from major Android client and favourable product Source: Company data, Bloomberg, CMBIGM estimates

mix will drive overall profitability. We expect GPM to improve to 7.8% in .
FY25E (vs 5.9%/7.1%/7.5% in FY22/23/24E), while NPM will expand to ~ F19: BYDE 12M forward P/E band
3.1% in FY25E (vs 1.7%/2.7%/2.9% in FY22/23/24E).

60 -

= Why do we differ vs consensus: Our new FY23/24E EPS are 18%/5% 50 A

above consensus given our more positive view on margin rebound and 40 |
operating efficiency.

30 1

= Catalysts: Near-term catalysts include Apple share gain, better margins 20 1
and Xiaomi/Apple product launches. m@,}
10 1

» Valuation: Our SOTP-based TP of HK$41.98 implies 18.4x FY24E P/E, 0

which reflect BYDE’s business diversification with different growth profiles IIVLYYEETIIIZIZIRLRLIAINNNY
R - T T S T S S R S R S R
and visibility. SSE5S3238356252383¢2
1-yr Forward P/E Mean
Link to latest report: BYDE (285 HK) — NDR takeaways: Android recovery, ~ — ~Mean+1SD Mean-1SD

auto/energy storage and Jabil mobility’s synergies

Source: Company data, CMBIGM estimates @% *E % E ﬁ 27
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https://hk-official.cmbi.info/upload/1741831f-640a-433c-af11-d19189348dc2.pdf

Wingtech (600745 CH): Attractive valuation on continuing margin expansion
Rating: BUY | TP: RMB68.0 (55% upside)

» |nvestment Thesis: We maintained BUY rating on Wingtech with adjusted
TP at RMB68. The Company posted revenue and NP growth of 2.5% and
7.2% YoY respectively. Regarding segment revenue, ODM/semi sales
grew 6.2%/-0.3% YoY. Overall GPM was resilient at 17% amid broader
weak consumer demand. The Company’s ODM segment turned profitable
in 2Q23, marking a significant step forward in the Company’s growth
trajectory and alleviating investors’ concern over a slowdown in its legacy
business.

= Qur View: The Company's semi business displayed resilience driven by
growth in the auto sector, effectively offsetting declining sales in other
segments like mobile and computing. Additionally, the ODM and optical
business achieved profitability in the 2Q23, thanks to capacity ramp-up
and an expanding customer base. These developments will help to lift
profit margin in the future.

= We think the Company’s valuation at the current level looks attractive

(trading 15x 2024 P/E), as most negative news have been priced in already.

= Upside catalysts: 1) new 12-inch factory to begin production; 2) ODM and
optical modules’ new projects to begin mass production.

= Downside risks: 1) macro challenges such as overseas inflation and
slowdown in economic growth; and 2) delay/disruption in operations; 3)
further share selling from major shareholders.

= Valuation: Our TP is RMB68.0, based on 25x 2024E P/E, slightly below
avg. 1-year forward P/E multiple.

Link to latest report:

Wingtech (600745 CH) — Strong 2Q23 results on ODM business turning
rofitable

Analysts: Lily Yang/ Kevin Zhang

Financials and Valuations

(YE 31 Dec) FY22A FY23E FY24E FY25

Revenue (RMB mn) 58,079 61,488 69,601 79,784
YoY growth (%) 10.1 5.9 13.2 14.6
Gross margin (%) 18.2 17.9 18.9 19.7
Net profit (RMB mn) 1,460 2,458 3,407 4,527
YoY growth (%) 44.1 68.4 38.6 32.9
EPS (RMB) 1.17 1.97 2.73 3.63
P/E (X) 35.1 20.8 15.0 11.3
ROE (%) 4.1 6.3 7.8 9.3

Source: Company data, Bloomberg, CMBIGM estimates

Fig: 1-year forward P/E band
(RMB)
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https://hk-official.cmbi.info/upload/0404b7bf-53bd-4ec6-8664-d60bfdacc145.pdf

Kingdee (268 HK): Domestic ERP SaaS leader
Rating: BUY | TP: HK$17.0 (63% upside)

Investment Thesis: Kingdee is the largest enterprise resource
management (ERM) vendor in China. We like Kingdee for its continuous
Saas transition in SME market while new opportunities in large enterprise
market are emerging with domestic substitution trend. We expect Kingdee
to deliver 19% revenue CAGR in FY22-25E reaching RMB8.1bn.

Our View: Kingdee’s net loss of RMB284mn in 1H23 was 8% narrower
than consensus estimate, indicating an on-track loss reduction. Core SaaS
product Galaxy’s ARR growth momentum remained healthy with 28.6%
YoY growth in subscription ARR. Meanwhile, domestic substitution trend
continues to drive solid large enterprise revenue growth (+38.4% YoY).
Although we expect demand recovery will take time amid current macro
backdrop, digitalization and domestic substitution remain vital long-term

trends, and Kingdee is well-positioned to benefit from the trend, in our view.

Why do we differ vs consensus: Huawei's self-developed ERP
(MetaERP) could be negative to the China ERP market as competition
heats up but the impacts to Yonyou and Inspur will be larger than Kingdee
as the former is more large-enterprises/ SOEs focused. Also, Huawei has
to consider the potential implications to its Cloud business as Kingdee/
Yonyou/ Inspur may scale down their cloud resources usage with Huawei
Cloud given direct competition in ERP.

Catalysts: Winning large SOEs Xinchuang bidding. Supportive policies
related to “Xinchuang” implementation.

Valuation: We maintain BUY with new TP of HK$17.0, based on 8.4x
2023E EV/Sales, in line with one-year mean.

Link to latest report: Kingdee (268 HK) — Loss reduction on track

Analyst: Saiyi He/Frank Tao/Wentao Lu

Financials and Valuations

(YE 31 Dec) FY22 FY23E FY24E FY25E]
Revenue (RMB mn) 4,866 5,795 6,880 8,110
YoY growth (%) 16.6 19.1 18.7 17.9
Net profit (RMB mn) (389.2) (198.5) (39.9) 167.7
EPS (RMB cents) (11.21) (5.71) (1.15) 4.83
EV/sales (x) 7.1 6.0 5.0 4.1
Source: Company data, Bloomberg, CMBIGM estimates
Fig: Kingdee revenue and YoY
(RMB mn)
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